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ABSTRACT 



Recent expansions in Medicaid coverage for children and 
state health insurance programs for children mean that the majority of 
low- income children in the United States now are eligible for health 
insurance. A new analysis of Census data, presented in this report, finds 
that 94% of all uninsured children with family incomes below twice the 
poverty line, currently $28,300 for a family of three, qualify for Medicaid 
or a separate state child health insurance program supported by State 
Children's Health Insurance Program (SCHIP) funds. Now the United States 
faces the challenge of raising enrollment rates among children who are 
eligible for coverage but remain unenrolled and uninsured. Findings of this 
analysis suggest that the federal government and the states need to implement 
simpler, more effective enrollment procedures. At both state and national 
levels, relatively inexpensive measures could be adopted that would help 
state agencies ease administrative burdens to enrollment. The federal 
government could accord states new flexibility to enhance the effectiveness 
of the "presumptive eligibility" option, and it could make the government 
easier for families to retain Medicaid when they leave welfare for work. 
Increasing the coverage of legal immigrant children should be a particular 
focus. States could also do more to improve their child health outreach 
efforts. ( SLD) 
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NEARLY 95 PERCENT OF LOW-INCOME UNINSURED CHILDREN 
NOW ARE ELIGIBLE FOR MEDICAID OR SCHIP 

Measures Need to Increase Enrollment Among Eligible But Uninsured Children 



Due to recent expansions in Medicaid coverage for children and state health insurance 
programs for children, the overwhelming majority of low-income children in the United States 
now are eligible for health insurance. A new analysis of Census data, presented here, finds that 94 
percent of all uninsured children with family incomes below twice the poverty line — currently 
$28,300 for a family of three — qualify for Medicaid or a separate state child health insurance 
program supported by SCHIP funds. (SCHIP stands for the State Children’s Health Insurance 
Program, established under legislation enacted in 1997.) 



In 1999, there were 7.1 million low-income uninsured children in the country. 
(“Low-income” is defined here as having family income below twice the poverty 
line.) 

Some 6.7 million of these children were eligible for child health insurance using the 
state eligibility standards now in place. 



Some progress in reaching uninsured low-income children is being made. The number of 
children covered through programs supported with SCHIP funds more than doubled in 1999, 
reaching 1.8 million in December 1999. (This figure reflects increases in both Medicaid and 
separate state child health insurance programs; states may use SCHIP funds to expand Medicaid 
or to establish or expand separate children’s insurance programs.) In addition, the total number 
of uninsured children in the United States fell by more than one million between 1998 and 1999, 
in part because of increased enrollment of low-income children in publicly funded programs. 
Further progress is likely to have been made in 2000, with some states intensifying outreach 
efforts and simplifying application and enrollment processes. Nevertheless, the number of 
uninsured low-income children remains large. 

The finding that 94 percent of uninsured low-income children are eligible for Medicaid or 
a state children’s health insurance program demonstrates that the nation has largely solved the 
problem of making low-income children eligible for health insurance, with the notable exception 
of certain immigrant children. But we now face the challenge of raising enrollment rates among 
children who are eligible for coverage but remain unenrolled and uninsured. 



by Matthew Broaddus and Leighton Ku 
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Many eligible low-income children apparently have not enrolled because of administrative 
or other barriers. The findings of this report suggest the federal government and the states need 
to take additional steps to implement simpler, more-effective enrollment procedures. If the 
opportunity that the eligibility expansions has created is to be realized more fully, low-income 
families — especially working families — will need both to be more aware of their children's 
eligibility for health insurance programs and to be able to enroll their children without facing the 
burdensome and time-consuming paperwork and office- visit requirements that low-income 
working parents can encounter. 

Since SCHIP’s creation in 1997, states have substantially expanded eligibility for 
children’s health insurance. States can use SCHIP funds to increase their Medicaid income 
eligibility limits, establish a separate insurance program for children whose families have incomes 
modestly above the state’s Medicaid income limit, or pursue a combination of both approaches. 
Many states have undertaken major efforts to expand eligibility for low- income children and to 
enroll more of these children. Nevertheless, Census data show that 7.1 million children with 
annual incomes below 200 percent of the poverty line remained uninsured in 1999 and that 
approximately 6.7 million of these children are now eligible for Medicaid or a separate SCH3P- 
funded program. An additional 3.5 million uninsured children live in families with incomes 
exceeding 200 percent of the poverty line, bringing the total number of uninsured children to 10.6 
million. In other words, 6.7 million of the 10.6 million uninsured children in the United States — 
63 percent of them — are low-income children who are eligible for Medicaid or a separate 
SCHIP-funded program but are not enrolled. 

The Census data show there has been progress in recent years in increasing insurance 
coverage among children with incomes between 100 percent and 200 percent of the poverty line 
but that coverage has deteriorated among children below 100 percent of the poverty line. Among 
poor children, Medicaid coverage has fallen since 1995, the year before the federal welfare law 
was enacted, and the proportion of children who are uninsured has increased. This drop is largely 
a result of the sharp reductions in welfare caseloads and the ensuing problems in assuring that 
low-income children and families leaving welfare retain the insurance coverage for which they 
qualify. 



At both the national and state levels, simple, relatively inexpensive measures could be 
adopted that would help state agencies ease administrative barriers to enrollment and improve 
administrative processes so low-income families find it easier to enroll their children. The box on 
the next page describes several such measures currently before Congress. Several additional steps 
that states can take to lessen these barriers are discussed later in this report. 
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Measures Before Congress that Could Increase Enrollment by Eligible Children 

In September 2000, the House Commerce Committee approved legislation that contained two measures 
designed to increase enrollment by eligible children and a third measure designed to address a gap in coverage among 
low-income children. These three measures were included in Medicare "give-back" legislation that the Commerce 
Committee passed to restore some of the reductions in reimbursement payments to Medicare providers that resulted 
from the 1997 Balanced Budget Act. When the full House subsequently took up and passed Medicare "give-back" 
legislation in October 2000, however, these three policies to boost insurance among low-income children were not 
included. The three measures still could be restored before the Medicare legislation is enacted. The three measures 
are as follows: 

Accord states the option to allow schools and certain other organizations to determine "presumptive eligibility" 
for Medicaid for low-income children. Recent research shows that a large majority of uninsured low-income 
children participate in programs such as the free and reduced-price school lunch program. Accordingly, states could 
be allowed to authorize schools to enroll low-income children in Medicaid for a temporary period, using "presumptive 
eligibility." Under the presumptive eligibility approach, a child who appears eligible for Medicaid can be enrolled in 
it immediately and remain enrolled while a regular Medicaid application for the child is processed. The child’s parent 
is informed that the child appears eligible for Medicaid and that the parent needs to apply for ongoing coverage for the 
child during the temporary enrollment period. School staff could be trained in how to conduct presumptive eligibility 
determinations and how to carry out the necessary follow-up activities. In addition to helping school children gain 
better access to health care and prevention services, presumptive eligibility may yield educational benefits; recent 
research suggests that children who are insured have fewer sick days and miss school less often than children who 
lack health insurance. 

Make it easier for "welfare to work" families to retain their health insurance. Roughly one-quarter to one-third 
of children in families that leave welfare become uninsured because they do not retain Medicaid coverage and do not 
get employer-based coverage. This has contributed to an erosion of health insurance coverage among children below 
the poverty line. Congress established "transitional Medicaid" over a decade ago to maintain a family’s Medicaid 
coverage for up to one year after the family works its way off welfare, but complicated administrative requirements 
make it difficult for many families to remain enrolled during this one-year period. Provisions that the House 
Commerce Committee approved would accord states an option to simplify the rules for transitional Medicaid in ways 
that should boost enrollment in it. 

Allow states to restore coverage to legal immigrant children and pregnant women. The Commerce Committee 
legislation would accord states the option of providing Medicaid and SCHIP eligibility to low-income, legal- 
immigrant children and pregnant women who entered the United States on or after August 22, 1996, and have been in 
the country for at least two years. A broader proposal supported by a number of members of both parties and the 
Clinton Administration would give states the option of providing Medicaid and SCHIP eligibility to these legal 
immigrant children and pregnant women without a two-year waiting period. Medicaid coverage of low-income 
immigrant children has contracted since enactment of the federal welfare law. In addition, low-income citizen 
children in immigrant families have become uninsured to an increased degree as an unintended consequence of the 
welfare law, even though they remain eligible. 

The total federal cost of these three provisions would be less than $2 billion over five years ($0.5 billion for 
presumptive eligibility, $0.5 billion for the transitional Medicaid provisions and $0.6 billion for the immigrant 
provision with no waiting period). This amount equals less than one-tenth of the $21.5 billion over five years in 
Medicaid savings contained in the Medicare give-back legislation the House passed. (The savings come from closing 
a loophole in Medicaid financing arrangements that some states have been using to secure additional federal Medicaid 
funds.) 
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Nearly All Uninsured, Low-Income Children Now Are Eligible for Coverage 



The State Children’s Health Insurance Program (SCHIP), enacted in August 1997, 
provides nearly $40 billion over a ten-year period for states to use to expand publicly-funded 
health insurance coverage for children in low-income working families. States can use their share 
of federal SCHIP funds to expand coverage for children through Medicaid, to establish or 
expand separate child health insurance programs, or to use a combination of both approaches. 1 
States generally can use their 
SCHIP funds to provide coverage 
to children not already eligible for 
Medicaid who live in families with 
incomes up to 200 percent of the 
poverty line. In some cases, states 
provide coverage to uninsured 
children at income levels above 200 
percent of the poverty line. 

States have embraced the 
opportunity that SCHIP has 
provided to expand coverage for 
low-income children: all 50 states 
and the District of Columbia are 
using some or all of their SCHIP 
funds, and many have adopted 
major eligibility expansions and 
launched aggressive outreach efforts. As a result of these state efforts, nearly all uninsured 
children living below 200 percent of the poverty line now are eligible for Medicaid or a separate 
SCHIP-funded program. 

• Census data indicate that in 1999, there were 7.1 million uninsured children under 
age 19 with family incomes below 200 percent of the poverty line. 

• Of these 7.1 million uninsured low-income children, some 6.7 million — or 94 
percent of them — would have met their state’s eligibility criteria under the 
Medicaid and SCHIP rules that states were using as of July 2000. 

• The 6.7 million uninsured low-income children who are eligible for Medicaid or a 
separate SCHIP-funded program constitute 63 percent of the 10.6 million children 
at all income levels who lack health insurance, or five of every eight such children. 
(An additional 400,000 uninsured children with incomes over 200 percent of 



Nearly All Uninsured, Low-income Children 
Are Eligible for Medicaid or SCHIP 




7.1 million uninsured children with incomes 
below 200 percent of the poverty line 



Source: CBPP calculations based on the March 2000 CPS 



1 Through SCHIP, states receive federal funding at an “enhanced” federal matching rate (i.e., at a higher 
matching rate than the regular Medicaid program provides) to expand coverage for children. SCHIP funds cover 
between 65 and 85 percent of a state’s cost in expanding coverage for children, depending on the state. 



poverty are eligible for Medicaid or SCHIP, so that 67 percent of all uninsured 
children are eligible for Medicaid or SCHIP.) 

• Most states extend coverage to uninsured children under age 19 with family 
incomes below 200 percent of the poverty line. Seventeen states set lower income 
or age standards, which is the primary reason that six percent of low-income 
children are not eligible. A number of low-income children also are ineligible 
because of their immigration status. 

• In comparison, prior to enactment of SCHIP, eligibility for children’s health 
insurance was much narrower. In the summer of 1996, only seven states had 
income standards exceeding 133 percent of the poverty line for children aged one 
to six. Only nine states had income limits above 100 percent of poverty line for 
children six to thirteen. The majority of states had income limits well below the 
poverty line for children fourteen and older. 

In developing the estimates presented here, we accounted for each state’s income 
eligibility rules (except for policies concerning income disregards) and the presence in several 
states of state-funded coverage to serve legal immigrant children who entered the country after 
August 1996. While there are a few factors our estimates could not account for, the effects of 
these factors are small and tend to balance each other out. 2 

As is discussed below, the number of low-income children covered by Medicaid and 
SCHIP probably continued to climb in 2000. It seems likely that the number of low-income 
children without insurance has fallen somewhat this year, compared to the 1999 data presented 
here. While the situation has probably improved, however, there can be little doubt that there 
continue to be millions of uninsured low-income children who are eligible for public child health 
insurance but are not enrolled. 



2 

Three factors are not accounted for: income disregards, asset tests and specific immigration status. Many 
states use income disregards, like earnings or child care disregards, to determine whether a child meets the state’s 
income limit for Medicaid or a separate state child health insurance program. If we accounted for disregards, more 
of the uninsured children would be found to be eligible for Medicaid or a separate SCHIP-funded program. (Some 
of these children would have gross incomes above 200 percent of the poverty line, the level we used to define 
whether a child is “low-income.” Those children would be not be counted in this analysis as low-income children.) 
On the other hand, three states — Arkansas, Idaho and Oregon — have asset tests that reduce the number of 
eligible children. (Six other states — Colorado, Montana, Nevada, North Dakota, Texas and Utah — have asset 
tests in Medicaid but not in SCHIP, so low-income children who do not qualify for Medicaid because of their 
state’s asset rules qualify for the SCHIP-funded program.) Accounting for the asset tests in the three states would 
slightly reduce the number of eligible children. Finally, our estimates of the number of eligible noncitizen children 
do not account for whether the child is undocumented (and would be ineligible even if he or she arrived before 
August 1996) or is a refugee (and would be eligible even if he or she arrived after August 1996). Overall, these 
various factors tend to balance out. 
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Coverage Trends for Low-income Children 

Enrollment in SCHIP has grown rapidly since the program began operation in fiscal year 
1998. State programs funded with SCHIP dollars are relatively new, and many of these programs 
have yet to attain their full enrollment levels. For example, Texas’ primary SCHIP program was 
not implemented until May 2000. Data from the states indicate that the number of children served 
by SCHIP (either through a component of a state Medicaid program that receives SCHIP funds or 
through a separate state child health insurance program) more than doubled between December 
1998 and December 1999, growing to 1.8 million. 3 There are no recent data on the number of 
children enrolled in Medicaid nationally, but it seems plausible that child enrollment in Medicaid, 
as well, increased in 1999. 4 While enrollment data for 2000 are not yet available, it seems likely 
that enrollment in these programs continued to grow during the past year. In the past few years, 
combined Medicaid and SCHIP coverage has been expanding among near-poor children but 
declining among children below the poverty line (see Table 1). Between 1995 and 1999, the 
proportion of children below 100 percent of the poverty line who had Medicaid or SCHIP-funded 
coverage fell from 62.1 percent to 55.6 percent. The proportion of poor children who lack any 
form of health insurance rose during this period from 22.9 percent to 25.8 percent. Insurance 
coverage among poor children did improve slightly between 1998 and 1999, 5 but the gain was 
insufficient to erase the declines that occurred from 1995 to 1998. 

Near-poor children — those with incomes between 100 percent and 200 percent of the 
poverty line — fared better. The percentage of such children with Medicaid or SCHIP-funded 
coverage increased from 25.5 percent in 1995 to 27.4 percent in 1999, while the proportion 
without insurance dropped from 22 percent to 20.6 percent. The proportions of poor and near- 
poor children who were uninsured were similar in 1995; by 1999, the proportion lacking insurance 
was larger among poor children than among the near-poor, who lack any form of health insurance 
rose during this period from 22.9 percent to 25.8 percent. 

In other words, coverage has expanded among near-poor children because of the SCHIP 
expansions but eroded among poor children in the aftermath of the welfare law. Many poor 



3 Eileen Ellis, Vernon Smith, and David Rousseau, Medicaid Enrollment in 50 States, Washington, DC: Kaiser 
Commission on Medicaid and the Uninsured, October 2000. Available at www.kff.org. 

4 Ellis, et al., collected data on Medicaid enrollments in 1999, but some states did not have data on changes in 
Medicaid child caseload levels. Among those states that could report these data, the general trend is one of some 
growth in 1999 in the number of children served. Data from the Census Bureau’s Current Population Survey also 
do not enable us to ascertain the change in 1999 in Medicaid enrollment among children, since these data blend 
Medicaid and SCHIP caseloads together. The CPS data provide information on changes in the total number of 
children served by the two programs, but not on the changes in enrollment in each program. 

5 Robert Mills, “Health Insurance Coverage: 1999,” Current Population Reports, P60-21 1, September 2000; 
Jocelyn Guyer, “Uninsured Rate of Poor Children Declines, But Remains Above Pre-Welfare Reform Levels,” 
Center on Budget and Policy Priorities, September 2000 (soon to be revised). 
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children eligible for Medicaid are uninsured because their families ceased being enrolled in the 
Medicaid program when their parents moved from welfare to work. 



Table 1. Trends in Insurance Coverage of Poor and Near-poor Children, 1995 and 1999 a 



Health Insurance Trends Among Poor and Near-poor Children, 1995-1999 




1995 


1999 


Percentage Point 
Change, 1995-99 


Poor children (below 100% of 
poverty) 

Uninsured 


22.9% 


25.8% 


2.9%* 


Medicaid/SCHIP 


62.1% 


55.6% 


-6.5%* 


Near-poor children (100 to 200% of 
poverty) 

Uninsured 


22.0% 


20.6% 


-1.4%* 


Medicaid/SCHIP 


25.5% 


27.4% 


1.9%* 



* Difference is statistically significant with 95% or better confidence. 

Source: CBPP analyses of Current Population Surveys, March 1996 and 2000 



a Data from the Urban Institute’s National Survey of American Families show a similar trend from 1997 to 
1999, with the proportion of poor children who are uninsured rising because of loss of Medicaid, while the 
proportion of near-poor children without insurance decreased as Medicaid/SCHIP coverage expanded among 
this group. Some of these trends, however, were not statistically significant. See Genevieve Kenney, Lisa 
Dubay, and Jennifer Haley, “Snapshots of America’s Families II: Health Insurance, Access and Health Status of 
Children,” The Urban Institute, October 2000. 



Next Steps 

As this analysis shows, significant numbers of low-income children lack health insurance 
not because they are ineligible for coverage but because they are not enrolled in programs for 
which they qualify. To reduce the number of uninsured children — and to enhance the 
effectiveness of recent state eligibility expansions — states will need to strengthen efforts to reach 
out to children eligible for Medicaid and SCHIP-funded programs and make it easier to enroll 
these children. Both the federal government and states have a role to play to assure that the 
significant eligibility expansions of recent years translate into substantially greater numbers of 
children receiving coverage. 
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Federal Legislation Options 



The federal government could give states additional tools to enroll more of the eligible 
children. In late September, the House Commerce Committee approved two provisions on a 
bipartisan basis that would assist states in this regard and incorporated these provisions into 
Medicare "give-back" legislation. These Commerce Committee provisions were not included, 
however, in the version of the Medicare give-back legislation the House leadership subsequently 
brought to the House floor. President Clinton has said he would veto that version of the give- 
back bill. Congress may reconsider the Medicare give-back legislation in the lame-duck session 
that began this week. The two Commerce Committee provisions are as follows: 

1. Accord states new flexibility to enhance the effectiveness of the "presumptive 
eligibility" option. Under current law, states may allow certain hospitals and community health 
centers, WIC clinics, Head Start centers, and other "qualified entities” to make a determination 
that children who appear to meet the Medicaid income guidelines are "presumptively eligible" for 
Medicaid and to enroll the children in Medicaid for a temporary period. These children must file 
an application for regular Medicaid coverage within a specified period of time. During the 
"presumptive eligibility" period, while their applications for regular Medicaid coverage are being 
processed, the children have Medicaid coverage. 

This option could be made more effective by giving states the option to authorize 
additional types of organizations — most notably schools, which serve millions of low-income 
children in school lunch and breakfast programs — to conduct presumptive eligibility 
determinations and thereby play a more active role in outreach. 6 The use of school lunch 
programs could be particularly helpful since many uninsured children participate in these 
programs. An Urban Institute study, based on data from the National Survey of American 
Families, found that in 1997, about four million low-income children receiving free or reduced- 
price meals through the National School Lunch Program were uninsured. The study also found 
that 75 percent of all uninsured, low-income children between the ages of 6 and 1 1 — and 65 
percent of all uninsured, low-income children aged 12 to 17 — participate in the school meals 
programs or have a sibling who does. 7 

Children who receive free or reduced-price school meals have already been certified by 
school officials as being low-income. Nearly all of them are eligible for Medicaid or a separate 
SCHIP-funded program. If states could more readily use schools to help identify uninsured low- 
income children, make a determination that these children are presumptively eligible for Medicaid, 



6 Under current law, states could let a limited number of schools conduct presumptive eligibility, but only if 
they already are considered Medicaid providers, e.g., have a school clinic. 

7 Genevieve Kenney, Jennifer Haley, and Frank Ullman, “Most Uninsured Children are in Families Served by 
Government Programs,” The Urban Institute, December 1999. 
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